
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

APPLICATION OF NOLIN ELECTRIC ) 

ELECTRIC RATES ) 
COOPERATIVE CORPORATION TO ADJUST 1 CASE NO, 94-402 

ORDER 

IT IS ORDERED that Nolin Rural Electric Cooperative 

Corporation (ttNolint8) shall file no later than March 24, 1995 the 

original and 12 copiee of the following information with the 

Commission, with a copy to all parties of record. Each copy of the 

data requested should be placed in a bound volume with each item 

tabbed. When a number of sheets are required for an item, each 

sheet ehould be appropriately indexed, for example, Item 1 (e )  , 
Sheet 2 of 6. Include with each response the name of the witness 

who will be responsible for responding to questions relating to the 

information provided. Careful attention should be given to copied 

material to ensure that it is legible. Where information requested 

herein has been provided along with the original application, in 

the format requested herein, reference may be made to the specific 

location of said information in responding to this information 

request. 

1. Exhibit L, page 1 of 2, of the application reflects a 

Times Interest Earned Ratio ("TIER") of 2.02. Explain how Nolin 

determined that its revenue requirements should be based on a 2.02 

TIER. 



2 .  Refer to page 4 of the application. Nolin is requesting 

removal of that requirement in the 1990 Settlement Agreement 

mandating the retiroment of member capital credits. Provide the 

following : 

a. An explanation of how Nolin will systematically 

retire member capital credits. 

b. An explanation of the standards Nolin would use to 

determine whether or not it is "fiscally responsible" to retire 

member capital credits. 

c. A copy of the equity management plan supporting the 

systematic retirement of member capital credits in the event Nolin 

is relieved of its obligations under the 1990 Settlement Agreement. 

3 .  If Nolin is relieved of the payment provisions of the 

1990 Settlement Agreement, how does it intend to reduce its equity 

ratio? 

4 .  Explain the significance of the fact that Nolin's past 

margins have allowed the cooperative to rotate its capital credits 

to within 9 years of the test year. 

5 .  Refer to Nolin's response to Item 7 of the January 2 7 ,  

1995 Order. Provide: 

a. A reconciliation of the total of the motor vehicle 

tax notices provided with the amount shown on Exhibit L, Schedule 

5 ,  of the application. 

b. The tax notices to support the totals shown on pages 

6 and 7. 
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6. Provide the overtime hours worked in the 3 years 

preceding the test year for Employees 15, 16, 21, 101, 104, 108, 

118, and 119. 

7. Provide an analysis of NOlin's storm damage f o r  the test 

year and for the 9 years preceding the teat year. Identify the 

account(s) to which these costs are charged. 

8. Refer to Nolin's response to Item 13 of the January 27, 

1995 Order. Provide all supporting workpapers, calculations, and 

assumptions used to develop the amounts for FICA, Medicare taxes, 

FUTA, and SUTA. 

9. Reconcile the following monthly rates shown in NOlin'Q 
response to Item 15, pages 1 and 2 ,  of the January 27, 1995 Order 

with those shown on Schedule 7 of Exhibit L of the application: 

a. Basic life insurance. 

b. Dependent life insurance. 

c. $20,000 Supplemental life insurance. 

d. Directors/Attorney life insurance. 

e. Business Travel insurance. 

f. Specific excess risk. 

g. Administration. 

h. Monthly contribution. 

10. Refer to Nolin's response to Item 15 of the January 27, 

1995 Order. Do Nolin's normalized FICA taxes reflect the impact of 

life insurance coverage that exceeds $50,000 per employee? If not, 

compute Nolin's FICA tax liability for the coverage provided above 

the $50,000 limit. Include with this response all supporting 
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workpapers, calculationo and aomumptione for the additional tax 

liability on a per employee baoio. 

11. Refer to Nolin's reogonoe to Item 16 of the January 27, 

1995 Order. What was Nolin'e actual contribution, if any, to the 

NRECA Retirement and security Program in 19947 

12. Refer to NOlin'E reoponee to Item 18 of the January 27, 

Why should any test year adjustment be based upon 1994 1995 Order. 

prepaid insurance7 

13. Refer to Nolin's response to Item 28 of the January 27, 

1995 Order. Nolin otatee that it6 geothermal loans from East 

Kectucky Power Cooperative, Inc. (IpEKPC1') have an interest rate of 

5 percent per annum. However, the financial statements on page 13 

of 29 of Exhibit H of ito application ehows the intereet rate to be 

6 percent per annum. Explain the diecrepancy. 

Provide an analyoie of the geothermal loan program as of 

the end of the test year. Thie analysis should include the number 

of participants, the balance of each outstanding loan, the interest 

accrued on the loana during the teet year, the interest and 

principal payments received during the test year, and any loans 

that were in default as of the end of the tost year. 

14. 

15. Refer to Nolin's response to Item 32 of the January 27, 

1995 Order. 

a. Why is Nolin obtaining its engineering services from 

Salt River Electric Cooperative Corporation (plSalt Rivert1)7 

b. Provide a breakdown of the total amount paid for 

engineering services during the test year by vendor and project. 
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c. What other optione did Nolin conoidar for obtaining 

engineering services? Why ware thaea options rajactad? 

d. Provide Nolin'e contract with Salt Rivar. 

16. Refer to Nolin'e rasponea to Itam 35(b) of the January 

27, 1995 Order which liets promotional advartieing axpandituraa of 

$50,263.88. Nolin etatoe in rasponea to subpart (c) of the oamo 

question that promotional advertieing has been excluded for rato- 

making purposes) however, Schedule 3 of Exhibit L of the 

application lists only $3,296.01 in promotional itama romovad from 

the teet year. Reconcile theso two etatamanto. 

17. Refer to Nolin'e reeponsa to Itom 36 of tho January 27, 

1995 Order. 

a. Provide the contract with CADP. 

b. When did Nolin laet nolicit bido Sor billing 

services? 

c. When did Nolin begin w i n g  an outaida contractor to 

maintain ita patronage capital recorda? 

d. Provide an analyois of tho coot of maintaining tho 

patronage capital recorda for each of tho lnot 5 yearn. 

e. Why does Nolin ues an outeida vandor to maintain ito 

capital patronage records? 

18. Refer to NOliII's rasponee to Itom 20 of the Novambor 22, 

1994 Order. Trace the amounte ehown in the ganaral ledger to the 

amounts shown on Schedule 9 of Exhibit L of tho application. 

19. Refer to Nolin's reeponee to Itam 39 of tho January 27, 

1995 Order. Provide the total axpenea for aach of the following 
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i t e m  and otata why each nhould be included for rate-making 

purpoaea t 

a .  Storm companoation gift certiricates. 

b. Subocription to I1How They Spond Our Money',. 

c. Eliaabathtown-Hardin County Chamber-tuition. 

20. Rofar to Exhibit L, Bchodulo 4, page 1 of the 

Application. 

a. Provide an analyein of the proposed depreciation 

axpanoe that ooparately idantifiaa any amounts Nolin believes have 

not pravlouely bean recovared baead upon its depreciation study. 

b. Why ohould Nolin bo pormitted to recover any past 

under-accruad deprociation expense through ita proposed 

depraciation ratea? 

21. a. Rafor to Nolin'o rasponea to Item 48s of the 

January 27, 1995 Ordor. Explain why eervice wire could be 

prematurely ratirod if a cuotomar ewitches to natural gas. 

b. The raoponsa to Item 48f indicates that Nolin does 

not intend to maintain accumulatad depreciation at the individual 

dietribution plant account level. At page 14 of Nolin's 

depreciation ntudy, Doan, Dorton & Ford (llDDF1s) recommended that 

the accumulatad depreciation be kopt at the plant account level as 

thio would! 

I .snoble future analyeea of net ealvage at the primary 
plant account lave1 thoreby producing actual experienced data 
for analyoin, raeulting in a mors definitive basis for 
axpraaeing sn opinion of the expected net salvage 
percantagoe . 
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Why ohould the Cornmiasion not require thia Iumora definitive basis" 

before nccapting the negntiva not salvage values which Nolin has 

propooad for soma accounto? 

c. At page a of Nolin's depreciation study, DDF stated 

that it hao allocated the net salvage forecast of negative 45 

percent to tho varioue plant accounts Iuin a manner that is believed 

to be repreeantative of the cooperativo'o experience and is 

coneiotent with othar industry averageett. Provide evidence, 

including dopreciation studies for other electric utilities, which 

supporto thie contention. 

d. What are tho initial and annually recurring costs of 

maintaining accumulated provisions for depreciation at the plant 

account love1 . 
e. What are the initial and annually recurring costs of 

maintaining 08lVagO data at the plant nccount level? 

f. Provide a schodula similar in format to Exhibit L, 

schedule 4, Page 1, ltAdjuetment for Depreciationtt which uses the 

dQprQCii3tiOn ratas in effect in Nolin's last rate proceeding. 

g. Provide a schedule similar in format to Exhibit L, 

Schedule 4, Page I, IIAdjuetment for Depreciation" which uses 

depreciation ratas that fall within the rangeo specified in REA 

Bulletin 183-1. 

22. Refer to Exhibit L, Schedule 4, page 1 of Nolin's 

application. This Schodule lists a depreciation rate of 0.0075 

for Account Number 392, Transportation Equipment. Is this rate 
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correct7 If no, provide corrocted schedules. If yes, show how 

thin rate wae determined. 

23. Refer to Nolin's reeponee to the Commission's Order of 

January 27, 1995, Item 4 7 ,  Page 1 of 1. 

a. How many substations serve Schedule B cuatomera? 

b. What ie the eize of each substation that aerves 

Schodule B cuetomers? 

24. Refer to Caee No, 9 4 - 3 3 6 ' ,  East Kentucky Power's 

Application, Exhibit P, Page 2 of 4, which refers to Schedule E 

Revenue. Do portione of the load center revenue shown in Exhibit 

P apply to ochodule 87 If yea, provide a detailed description of 

the portion of Rev- on thie schedule that applies to 

Schedule B raten. Provide all workpapers. 

Done at Frankfort, Kentucky, this 10th day of March, 1995. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Executive Director 

1 Caee No. 94-336, Application of East Kentucky Power 
Cooperative, Inc. For an Adjustment to its Wholesale Tariffs. 


